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Tipssy
Bu
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S. MADONNA KABBES, C.P.A.

REPLACEMENT VALUES IN PRACTICETHE EXAMPLE OF AUSTRIA, by Felix
P. Kollaritsch. N.A.A. Bulletin, August,
1961, Section I-Vol. XLII-#12, P. 35-46.

free surplus could not change the ratio of all
other equity accounts to free surplus, nor
could the ratio of legally restricted surplus
to free surplus be altered.
In his consideration of the practical appli
cation and effects of the law, the author feels
one condition which contributed to its success,
was the requirement that a professional, li
censed appraiser be required to determine
the replacement values. After Internal Rev
enue Service had approved such values they
became the cost basis for any future ac
counting or tax purposes.
Recognition by businessmen that they would
have to continue to show profits, and distribute
part of them to stockholders, seemed to serve
as a safety valve and prevent fraudulent
overvaluation of assets.
The over-all conclusions drawn by the
author indicate the results obtained were
considered highly beneficial by owner, man
ager, or accountant, as well as by the govern
ment.

The extreme inflation existing in Austria
following World War II made necessary the
introduction of many tax relief measures.
These regulations attempted to eliminate from
the accounting records those “phantom prof
its” due entirely to such inflationary price
conditions. However, great confusion existed
because of the many rules, laws, etc. which
had to be observed in the preparation of tax
returns. In an attempt to eliminate such con
fusion a complete revaluation for tax purposes
was requested.
By 1954 the currency and economic condi
tions were considered sufficiently stabilized to
make such a revaluation of balance sheet items
seem plausible. The Austrian federal law
No. 190/1954 passed that year permitted
the revaluation of practically all balance sheet
items, and resulted in accounting records
which were usable by management, creditors,
and others without the cumbersome adjust
ments formerly necessary.
The Revaluation Law, permitted all com
panies to revalue balance sheet items (with a
few exceptions) without incurring additional
taxes. In most cases the law allowed a maxi
mum value of the replacement value of the
asset at the time it was being revalued. An
exception was made for land and buildings
which had to be valued at current sales
values. Fixed assets purchased during 1953
and 1954 and intangible assets, regardless
of the date of purchase could be revalued.
The law also provided liabilities might be
revalued by showing them on the books at the
amount needed to cover them. Since previous
to 1954 it was not uncommon to correlate
liabilities arising in credit contracts with the
price of sugar, tobacco or some other staple
commodity, the need for this provision be
comes evident.
The disposition of the revaluation surplus,
which resulted from recognizing the above
changes in values, varied with the type of
business organization. While in single pro
prietorships and partnerships such amounts
were credited to the capital accounts of the
owners, in a corporation the proportional
interests of the various classes of stockholders
had to be maintained. Usually the plan of
apportionment had to be submitted to a vote
of the stockholders. Any amounts credited to

ACCOUNTING EDUCATION FOR THE
1980’s, by C. Leland Bach. Journal of
Accountancy, September, 1961—Vol. 112—
#3, p. 50-54.
Independent problem-solving ability is con
sidered by the author (a business school
dean) as the most fundamental requirement
in the skills of a professional man. Recog
nizing that the problems to be faced in the
80’s will be very different from those of
today, he urges universities to strive to de
velop “flexibility of mind, receptivity to new
ideas, habitual skills in learning for one’s
self, and like mental characteristics” in the
accounting students being trained today. Such
qualities should make the present student
better equipped to meet the changing condi
tions which are sure to occur, before he is
well launched in his career.
Dean Bach predicts changes may be ex
pected in the following areas—
(1) Management will become more an
alytical and will gather specific data as a
basis for decisions, rather than relying so
heavily on judgment.
(2) Management will tend to become a
separate professional job and be concerned
not only with the making of decisions, but
also the plans by which they may be carried
out.
(3) The businessman will become in
creasingly responsible to the public; he will
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(Continued from page 12)
continue to strive for profits, but within a
framework that is set by society.
The shortcomings of business education, make known to students, even on the high
as pointed out in some of the recent reports, school level, the advantages of a career in
have created somewhat of a revolution in accounting. Most high school students are
the field. Leading schools of business are now not at all familiar with accounting, and do not
emphasizing the collection of quantitative even consider it as a possible career until
data in the fields of accounting and statistics, they stumble across it in college; and they
the analytical tools of economics, and the probably would not even do that if account
modern tools of mathematics, all aiming to ing were not required for a degree in business
help students develop problem-solving abili administration. Perhaps accounting could be
written into aptitude tests to advise students
ties.
In accounting education, those students at an earlier age if they do show a particular
talent for accounting.
seeking careers in management should be
The importance of physical growth of the
trained in the statistical approach to data
collection and analysis, and how to use such profession cannot be underestimated. It is
perhaps the greatest challenge we face today,
data in making business decisions.
For accounting students looking forward primarily because little has been said or done
to careers in industrial, rather than public about it to date, and few realize that natural
accounting, the emphasis should be much growth will not be adequate for future needs.
Many challenges have been presented to
the same as for those in the management
you
here for the profession to face in the
group. If industrial accountants do not under
future, and there are many more. It is true
stand the problems management faces, they
that the leaders of the profession, those with
will not be valuable members on the manage
considerable experience and talent, will have
ment team.
Perhaps the greatest changes will occur in to face most of them. But there is much each
the accounting education for the future CPAs. individual can do. The important thing is for
all members of the profession to remain alert
The role of the public accounting firm seems
and
to help themselves and their profession
to be shifting from the auditing function,
keep pace with the changing times of the
and is becoming increasingly involved with
future.
internal control and management services.
This will mean less emphasis on technical
courses, and more on those of the general
LEISURE ACTIVITIES
business and managerial type. In order to
Consumers are spending one third of their
give the proper training in all these areas,
some schools have already adopted a five-year discretionary income—or 12% of their total
income—on leisure activities. So the market for
curriculum.
goods and services connected with recreation
has doubled in the past ten years.
MILEAGE
Forms of recreation involving active par
ticipation and the development of knowledge
Getting more mileage out of their available or skill are more popular. People spend rela
cash has been a matter of prime concern tively less time as spectators.
to many U.S. businesses. As a result, says
So Americans, while devoting more time and
the National Industrial Conference Board, money to leisure, are broadening and deepen
many companies are sharpening their cash ing their interests. For them leisure is not
forecasts, tightening control over the sources idleness. Rather, increasing attention is paid
and application of funds, and investing their to Benjamin Franklin’s adage: “Do not
surpluses more astutely than in the past.
squander time, for that is the stuff life is
The Conference Board reports many com made of.”
panies have realized “appreciable returns”
from investing their surplus cash. Over 80
per cent of the more than 180 companies
OFFICE STATUS SYMBOL
queried on this point said they regularly in
vest cash surpluses, most frequently in govern
For a mere $7.50 you can buy a sterling
ment securities.
silver scotch tape dispenser. Your monogram
—Nation’s Business on it is only $1 extra!
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